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DEPARTMENT  OF  ENERGY 

Economic  Regulatory  Administration 

10  CFR  Part  461 

[Docket  No.  ERA-R-79-12A] 

Financial  Assistance  Programs  for 
State  Utility  Regulatory  Commissions 
and  Eligible  Nonregulated  Electric 
Utilities 

AGENCY!  Economic  Regulatory 
Administration,  Department  of  Energy. 
action:  Final  rule. 

summary:  The  Economic  Regulatory 
Administration  (ERA)  of  the  Department 
of  Energy  (DOE)  hereby  amends  the 
regulations  for  its  Innovative  Rates 
Program.  This  program  provides 
financial  assistance  for  electric  utility 
regulatory  rate  reform  initiatives 
relating  to  innovative  rate  structures 
under  Title  II  of  the  Energy 
Conservation  and  Production  Act,  as 
amended  by  Title  I  of  the  Public  Utility 
Regulatory  Policies  Act  of  1978.  DOE  is 
revising  this  program  In  order  to  (1) 
establish  a  procedure  for  evaluating 
proposals  to  continue  tasks  for  which 
cooperative  agreements  were  awarded 
in  1979,  (2)  modify  the  tasks  eligible  for 
funding,  and  (3)  make  other  changes  in 
response  to  experience  gained  from 
DOE’s  operation  of  the  program. 

DATES:  Effective:  July  14, 1980. 
Applications  under  the  Innovative  Rates 
Program  must  be  received  by  DOE  by 
5:30  p.m.,  e.d.t.,  on  the  August  15 
preceding  the  fiscal  year  for  which 
financial  assistance  is  sought,  unless 
DOE  establishes  a  different  deadline  by 
a  notice  published  in  the  Federal 
Register. 

FOR  FURTHER  INFORMATION  CONTACT: 

M.  Larry  Kaseman,  Office  of  Utility 
Systems,  Economic  Regulatory 
Administration,  Department  of 
Energy,  2000  M  Street,  NW„  Room 
4306,  Washington.  D.C.  20461,  (202) 
653-4006. 

Mary  Ann  Masterson,  Office  of  the 
Assistant  General  Counsel  for 
Conservation  and  Solar  Applications, 
Department  of  Energy,  James  Forrestal 
Building,  Room  IE-254,  Washington, 
D.C.  20585,  (202)  252-9516. 

William  L.  Webb,  Office  of  Public 
Information,  Economic  Regulatory 
Administration,  Department  of 
Energy,  2000  M  Street,  NW„  Room  B- 
110,  Washington,  D.C.  20461,  (202) 
653-4055. 

SUPPLEMENTARY  INFORMATION: 

I.  Background. 

II.  Discussion  of  Comments  and  DOE 
Response: 

A.  Eligibility, 

B.  Tasks  Eligible  for  Funding, 


C.  Proposal  Requirements, 

D.  Evaluation  Requirements, 

E.  Selection  Process. 

III.  The  Final  Regulations, 

IV.  Other  Matters. 

I.  Background 

Regulations  establishing  financial 
assistance  programs  for  State  utility 
regulatory  commissions  and 
nonregulated  electric  utilities  were 
issued  by  the  DOE  as  10  CFR  Part  461  on 
June  29, 1979  (44  FR  40262,  July  9, 1979). 

A  notice  of  proposed  rulemaking  and 
public  hearing  had  been  issued  on 
March  21, 1979  (44  FR  18856,  March  29, 
1979)  and  comments  solicited  from 
interested  parties. 

Subpart  C  of  these  regulations 
established  the  Innovative  Rates 
Program,  pursuant  to  section  204(1)(B)  of 
the  Energy  Conservation  and  Production 
Act  (ECPA),  Pub.  L.  94-385,  90  Stat.  1125 
et  seq.  (42  U.S.C.  6801  et  seq.),  as 
amended  by  section  142  of  the  Public 
Utility  Regulatory  Policies  Act  of  1978 
(PURPA),  Pub.  L.  95-617,  92  Stat.  3117  et 
seq.  (16  U.S.C.  2601  et  seq.). 

On  April  2, 1980,  the  Department  of 
Energy  (DOE)  issued  a  notice  of 
proposed  rulemaking  and  public  hearing 
for  the  purpose  of  amending  the 
Innovative  Rates  Program  (45  FR  24092, 
April  8, 1980).  The  public  hearing  was 
cancelled  due  to  a  lack  of  written 
requests  to  speak.  DOE  received  and 
considered  eight  written  comments  on 
the  proposed  amendments.  A  number  of 
commenters  made  suggestions  which 
have  resulted  in  some  changes  in  the 
regulations  issued  today. 

II.  Discussion  of  Comments  and  DOE 
Response 

The  following  is  a  discussion  of 
comments  received  and  DOE’s  response 
to  these  comments.  The  discussion  is 
organized  according  to  the  sections  of 
the  regulations. 

A.  Eligibility  Requirements — §  461.31. 
One  commenter  suggested  that  regulated 
utilities  be  made  eligible  for  funding 
under  this  program.  Although  §  461.31  of 
Subpart  C  was  not  proposed  to  be 
amended  by  the  Notice  of  Proposed 
Rulemaking  issued  on  April  2, 1980,  DOE 
has  chosen  to  respond  to  this  comment. 
DOE  does  not  dispute  the  commenter’s 
assertion  that  regulated  utilities  have 
made  important  contributions  to  rate 
innovations.  However,  DOE  continues  to 
believe  that  the  purposes  of  this 
program  are  most  effectively  served  by 
limiting  eligibility  to  those  entities 
having  legal  authority  to  set  rates — State 
utility  regulatory  commissions, 
nonregulated  electric  utilities  and  the 
Tennessee  Valley  Authority. 


Consequently,  no  change  has  been  made 
to  §  461.31  as  a  result  of  this  comment. 
Comments  were  also  received 
suggesting  that  DOE  extend  program 
eligibility  to  cover  utility  regulatory 
authorities  in  the  territories  of  the 
United  States.  Although  this  section  of 
the  rule  was  not  proposed  to  be 
amended,  DOE  has  chosen  to  respond  to 
the  comments  because  they  raise  an 
apparent  inconsistency  in  the  manner  in 
which  the  program  regulations  treat 
utility  regulatory  authorities  and 
nonregulated  electric  utilities  for 
purposes  of  eligibility.  In  order  to  be 
consistent  with  the  provision  of  the 
program  rule  which  provides  that  all 
nonregulated  electric  utilities  are 
eligible  for  funding,  including  those  in 
the  United  States  territories,  DOE  has 
decided  that  utility  regulatory 
authorities  in  the  United  States 
territories  should  also  be  eligible  for 
financial  assistance  under  the 
Innovative  Rates  Program. 

Consequently,  DOE  has  added  a  new 
subsection  (c)  to  §  461.31  which 
provides  that,  for  the  purposes  of  this 
program,  “State”  means  a  State,  the 
District  of  Columbia,  Puerto  Rico,  and 
any  territory  or  possession  of  the  United 
States.  With  this  amendment,  all  utility 
regulatory  authorities  in  the  50  States, 
the  District  of  Columbia,  Puerto  Rico, 
and  territories  or  possessions  of  the 
United  States  are  eligible  to  receive 
funding  under  the  Innovative  Rates 
Program. 

B.  Tasks  Eligible  for  Funding — 

§  461.32.  Two  commenters 
recommended  the  addition  of  an 
additional  task  activity:  to  allow  or 
encourage  utilities  to  finance 
conservation/load  management 
investments  as  an  alternative  to 
investments  in  central  station 
generation.  These  investments  would  be 
part  of  a  comprehensive  “least  cost 
strategy”  for  providing  utility  service 
and  would  raise  a  number  of  critical 
ratemaking  issues,  including  the 
allocation  for  ratemaking  purposes  of 
the  cost  of  assisting  customers  to  reduce 
consumption  or  shift  a  portion  of  their 
load  to  off-peak  periods.  DOE  agrees- 
that  the  costs  and  benefits  of  utility 
investments  in  conservation,  as 
compared  with  investments  in 
additional  generating  capacity,  are 
important  considerations  in  utility 
planning  and  projections  and  that  the 
least  cost  approach  has  the  potential  of 
assisting  regulatory  agencies  and  utility 
managers  in  more  efficiently  meeting 
customer  needs.  Therefore,  DOE  has 
modified  the  proposed  Allocation  of 
Conservation  Service  Costs  task  in 
order  to  give  needed  emphasis  to  the 
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issue  of  conservation/load  management 
investment  versus  generation  capacity 
investment.  It  is  DOE’s  opinion  that  this 
modified  task  best  describes  the  range 
of  activities  relevant  to  utility 
conservation  efforts. 

Two  commenters  raised  parallel 
concerns  about  certain  aspects  of  the 
Innovative  Rates  Program  task 
activities.  These  issues,  and  DOE’s 
responses,  are  summarized  individually 
below. 

The  commenters  stated  that  the 
Innovative  Rates  Program,  by  funding 
projects  which  are  intended  to  change 
ratemaking  policies  or  practices,  is  in 
conflict  with  the  consideration  process 
required  by  PURPA.  The  commenters 
recommended  that  DOE  require,  as  part 
of  this  program,  that  a  rate  initiative  not 
be  funded  until  a  determination  has 
been  made  as  to  its  appropriateness  in 
meeting  PURPA’s  objectives.  DOE  notes 
that  nothing  in  the  rule  overrides 
applicable  Federal  or  State  law, 
including  any  requirements  with  respect 
to  the  policies  and  procedures  of  State 
regulatory  authorities.  To  the  contrary, 
many  of  the  tasks  eligible  for  funding 
include  activities  which  involve  public 
participation  in  the  ratemaking  process 
and  consideration  of  the  PURPA 
purposes  and  standards.  DOE  does  not 
believe  that  requiring  a  PURPA 
consideration  and  determination 
process  for  each  ratemaking  initiative  is 
necessary  or  advisable,  given  the  scope 
and  variety  of  tasks  eligible  for  funding. 

The  commenters  alleged  that  some  of 
the  tasks  funded  in  the  first  year  of  the 
program  have  resulted  in  unnecessarily 
redundant  studies.  DOE  disagrees  with 
this  characterization.  The  projects 
funded  under  the  program  are  not 
experiments,  research,  or  studies. 

Rather,  they  involve  local  planning  and 
implementation  of  discrete  regulatory 
initiatives  intended  to  yield  locally- 
appropriate  ratemaking  reforms.  In  a 
given  substantive  area,  DOE  may  decide 
to  fund  more  than  one  task  because  the 
subject  is  both  important  and  complex, 
thereby  meriting  a  variety  of 
approaches. 

The  commenters  also  assert  that 
certain  of  the  tasks  are  not  rate  reform, 
per  se,  and  therefore  exceed  DOE’s 
authority  to  fund  regulatory  rate  reform 
initiatives  as  authorized  by  section  204 
ofECPA. 

It  is  DOE's  opinion  that,  while  certain 
of  the  tasks  eligible  for  funding  may  not 
be  direct  rate  structure  reforms,  each  of 
the  tasks  is  likely  to  lead  to  innovative 
rate  structuring.  In  addition,  the  tasks 
listed  in  §  461.32  are  necessary  and 
important  elements  in  the  development 
and  adoption  of  regulatory  rate  reforms. 
Consequently,  DOE  has  not  revised  the 


program  rule  in  response  to  this 
comment. 

C.  Proposal  Requirements — §  461.33. 
Two  commenters  questioned  DOE’s 
intent  to  award  funds  for  the  full 
performance  period  of  up  to  2  years  for 
new  proposals.  The  commenters  felt 
DOE  should  not  commit  funds  for  a 
period  which  exceeds  the  period  of 
Congressional  authorization  and  that 
the  2  year  funding  would  lessen  DOE’s 
ability  to  monitor  the  tasks  effectively. 
DOE  notes  that  agency  funds  from  a 
given  fiscal  year  may  be  obligated  for 
projects  which  extend  beyond  the  end  of 
that  fiscal  year.  In  addition,  DOE  does 
not  believe  that  the  2  year  funding  of 
tasks  will  impede  its  ability  to  monitor 
performance  of  task  activities. 

D.  Evaluation  Criteria — §  461.34.  No 
comments  were  received  regarding 
DOE's  proposed  modifications  to  the 
evaluation  criteria. 

E.  Selection  Process — §  461.35.  No 
comments  were  received  regarding 
DOE’s  proposed  modifications  to  the 
selection  process.  DOE  did  receive, 
however,  a  number  of  questions 
regarding  the  provision  that  no  proposer 
may  receive  funding  for  more  than  three 
tasks  at  the  same  time.  This  limitation 
applies  to  the  total  number  of  a 
proposer's  tasks  to  be  funded,  including 
tasks  continued  from  the  first  year  of  the 
program  and  new  tasks  to  be  funded 
initially  in  1980. 

III.  The  Final  Regulations 

The  purpose  of  the  Innovative  Rates 
Program  is  to  reform  regulatory  policies 
and  practices  by  the  development  and 
implementation  of  innovative 
ratemaking  initiatives.  Since  the  purpose 
of  this  program  is  actually  to  carry  out, 
rather  than  simply  consider,  regulatory 
ratemaking  initiatives  relating  to 
innovative  electric  rates,  DOE  intends  to 
fund  initiatives  which  will  actually 
change  electric  regulatory  ratemaking 
policies  or  practices. 

The  tasks  covered  by  the  Innovative  * 
Rate  Program  share  one  or  more  of  the 
following  key  characteristics.  First,  the 
activities  undertaken  in  performing  each 
task  are  to  result  in  decisions  by  the 
proposer  regarding  the  adoption  of  a 
regulatory  policy  or  practice.  Second,  in 
developing  innovative  ratemaking 
policies  and  practices,  the  activities  are 
to  focus  on  practical,  immediate  issues 
faced  by  regulatory  authorities. 
Consequently,  the  activities  are  not  to 
focus  heavily  on  developing  theoretical 
studies  and  models  or  initiating  large 
primary  data  collection  efforts.  Third, 
the  performance  of  the  activities  is  to 
expand  the  proposer's  areas  of 
knowledge  and  level  of  expertise. 
Fourth,  completed  tasks  are  to  result  in 


basic  tools,  techniques,  and 
organizational  resources  essential  to 
innovative  rate  reform.  Fifth,  the 
products  and  results  from  performance 
of  the  tasks  are  to  be  largely  applicable 
to  other  regulatory  authorities. 

In  order  to  be  considered  for  financial 
assistance,  a  proposer  must  submit  a 
proposal  in  accordance  with  §  461.33. 

The  proposal  is  to  contain  a  separate 
task  work  plan  outlining  specific 
activities  to  be  undertaken  for  each 
proposed  task.  In  addressing  the 
requirements  for  each  task,  DOE  expects 
the  proposer  to  perform  the  types  of 
activities  specified  for  the  individual 
tasks  in  §  461.32.  However,  the  activities 
listed  are  not  intended  to  be  exhaustive. 

DOE  will  evaluate  each  proposal 
using  the  criteria  in  §  461.34.  These 
evaluation  criteria  focus  on  determining 
the  quality  and  feasibility  of  the 
proposed  approach  to  performing  the 
task.  Each  proposed  task  will  be 
evaluated  separately  and  may  receive  a 
maximum  of  100  points.  However,  any 
proposed  task  receiving  an  evaluation 
score  of  less  than  45  points  will  not  be 
considered  for  a  cooperative  agreement. 

DOE  will  utilize  the  evaluation  scores 
for  the  proposed  tasks  as  a  means  of 
selecting,  on  a  competitive  basis,  those 
tasks  to  be  funded.  Given  the  level  of 
funding  available,  DOE  anticipates 
making  only  a  few  awards  for  any  given 
task.  DOE  anticipates  that 
approximately  $5.0  million  will  be 
available  for  proposals,  both 
continuation  and  new,  in  Fiscal  Year 
1980. 

The  final  rule  is  adopted  as  proposed 
except  for  the  modifications  described 
above.  In  addition,  it  should  be  noted 
that  “DOE  Assistance  Regulations"  (10 
CFR  Part  600)  apply  to  this  program 
except  where  the  program  regulations 
otherwise  provide. 

IV.  Other  Matters 

DOE  has  determined  that  this 
rulemaking  is  significant  as  that  term  is 
used  in  Executive  Order  12044  and  DOE 
Order  2030,  but  is  not  likely  to  have  a 
major  impact  as  defined  in  these  two 
documents.  The  rule  is  considered 
significant  since  it  would  provide  funds 
to  carry  out  national  energy  legislation. 
The  rule  is  considered  not  likely  to  have 
a  major  impact,  with  respect  to  its 
incremental  effect  on  the  existing 
regulatory  environment,  since  it  would 
not  impose  a  gross  economical  annual 
cost  of  $100  million  or  more;  is  not  likely 
to  impose  a  major  increase  in  costs  or 
prices  for  individual  industries,  levels  of 
government,  geographic  regions,  or 
demographic  groups,  or  to  have  an 
adverse  impact  on  competition;  is  not 
likely  to  have  a  substantial  effect  on  any 
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of  the  objectives  of  national  energy 
policy  or  energy  statutes;  and  has  not 
been  considered  by  the  Secretary, 

Deputy  Secretary  or  Under  Secretary  as 
likely  to  have  a  major  impact  for  any 
other  reason.  Accordingly,  no  regulatory 
analysis  will  be  performed. 

In  accordance  with  section  404  of  the 
Department  of  Energy  Organization  Act 
(DOE  Act)  (Pub.  L.  95-91,  42  U.S.C.  7101 
et  seq.),  the  Federal  Energy  Regulatory 
Commission  received  a  copy  of  the 
proposed  rule.  On  July  1, 1980,  the  FERC 
determined  that  the  proposed 
regulations  would  not  significantly 
affect  any  function  within  its  jurisdiction 
under  section  402(a)(1),  (b)  and  (c)(1)  of 
the  DOE  Act. 

(Energy  Conservation  and  Production  Act, 
Pub.  L.  94-385),  as  amended  by  the  Public 
Utility  Regulatory  Policies  Act  of  1978,  Pub.  L. 
95-617  (16  U.S.C.  2601  et  seq.)\  Department  of 
Energy  Organization  Act,  Pub.  L.  95-91  (42 
U.S.C.  7101  et  seq.). 

In  consideration  of  the  need  to  make 
continued  financial  assistance  available 
and  to  ensure  sufficient  time  for  the 
preparation  and  submission  of  financial 
assistance  applications,  good  cause 
exists  to  make  this  regulation  effective 
July  14, 1980,  rather  than  30  days 
thereafter,  as  would  otherwise  be 
required  by  the  Administrative 
Procedure  Act.  Accordingly,  these 
_  amendments  shall  be  effective  July  14, 
1980. 

In  consideration  of  the  foregoing, 
Subpart  C  of  Part  461  of  Chapter  II,  Title 
10  of  Code  of  Federal  Regulations,  is 
amended  as  set  forth  below. 

Issued  in  Washington,  D.C.  on  July  1, 1980. 
Hazel  R.  Rollins, 

Administrator,  Economic  Regulatory 
Administration. 

Chapter  II  of  Title  10,  Code  of  Federal 
Regulations,  Part  461  Subpart  C  is 
revised  to  read  as  follows: 

Subpart  C-Innovative  Rates  Program 

Sec. 

461.30  Purpose  and  scope. 

461.31  Eligibility  requirements. 

461.32  Tasks  eligible  for  funding. 

461.33  Proposal  requirements. 

461.34  Evaluation  criteria. 

461.35  Selection  process. 

461.36  Allowable  expenditures. 

Authority:  Energy  Conservation  and 

Production  Act,  Pub.  L.  94-385,  as  amended 
by  the  Public  Utility  Regulatory  Policies  Act 
of  1978,  Pub.  L.  95-617  (16  U.S.C.  2601  et  seq.); 
Department  of  Energy  Organization  Act,  Pub. 
L.  95-91  (42  U.S.C.  7101  et  seq.). 


PART  461— FINANCIAL  ASSISTANCE 
PROGRAMS  FOR  STATE  UTILITY 
REGULATORY  COMMISSIONS  AND 
ELIGIBLE  NONREGULATED  ELECTRIC 
UTILITIES 

Subpart  C— Innovative  Rates  Program 

§  461.30  Purpose  and  scope. 

This  subpart  establishes  a  program  df 
financial  assistance  through  cooperative 
agreements  with  State  utility  regulatory 
commissions,  nonregulated  electric 
utilities  and  the  Tennessee  Valley 
Authority  (TV A),  pursuant  to  section 
204(1)(B)  of  ECPA.  The  purpose  of  this 
program  is  to  provide  financial 
assistance  to  these  entities  for  planning 
and  carrying  out  electric  utility 
regulatory  rate  reform  initiatives 
relating  to  innovative  rate  structures 
that  encourage  conservation  of  energy, 
electric  utility  efficiency  and  reduced 
costs  and  equitable  rates  to  consumers. 

§  46 1 .3 1  Eligibility  requirements. 

(a)  Cooperative  agreements  awarded 
under  this  subpart  may  be  awarded  only 
to  State  utility  regulatory  commissions, 
nonregulated  electric  utilities  and  TV  A. 

(b)  A  cooperative  agreement  may  be 
only  for  an  initiative  which  will  be 
completed  within  2  years. 

(c)  With  respect  to  this  subpart, 

“State”  means  a  State,  the  District  of 
Columbia,  Puerto  Rico,  and  any  territory 
or  possession  of  the  United  States. 

§  461.32  Tasks  eligible  for  funding. 

(a)  DOE  may  award  cooperative 
agreements  for  initiatives  which  may 
require  up  to  2  years  to  complete,  which 
carry  out  the  purpose  of  the  program  as 
expressed  in  §  461.30,  and  which 
perform  up  to  three  of  the  following 
ratemaking  tasks. 

(1)  Estimating  Consumer  Load 
Characteristics.  Activities  undertaken  in 
performance  of  this  task  could  include: 

(i)  Identifying  and  assessing  existing 
approaches  and  methods  in  the  public 
and  private  sectors  that  might  be  used 
within  the  proposer’s  service  area(s)  for 
determining  electric  load  characteristics 
by  consumer  class; 

(ii)  Developing  and  testing,  without 
extensive  data  collection  efforts  or  load 
research  studies,  innovative  methods  of 
estimating  consumer  class  load 
characteristics; 

(iii)  Adopting  one  or  more  such 
methods  for  estimating  electric  load 
characteristics,  by  consumer  class,  for 
electric  ratemaking  purposes; 

(iv)  Developing,  as  necessary,  a  model 
rate  provision  which  allows  a  residual 
charge  or  credit  to  compensate  for 
inaccurate  estimation  of  load; 


(v)  Identifying  and  documenting 
procedures  that  can  be  used  to  conduct 
electric  load  research  studies;  and 

(vi)  Adopting  appropriate  guidelines 
for  the  design,  operation,  analysis, 
documentation  and  reporting  of  utility 
load  research  studies. 

(2)  Solar  Rate  Initiative.  Activities 
undertaken  in  performance  of  this  task 
could  include: 

(i)  Developing  a  solar  electric  rate 
study  to  help  design  a  rate  structure  for 
electric  consumers  in  the  proposer’s 
service  area(s)  who  use  supplementary 
solar  systems  on  existing  electric 
appliance  and/or  heating  and  cooling 
systems; 

(ii)  Collecting  and  analyzing 
appropriate  data  including  weather, 
demographic,  household  and  load 
characteristics  to  assess  alternative 
solar  rate  structures,  including  time-of- 
use  electric  rate  structures;  and 

(iii)  Developing  guidelines  for 
establishing  rates  for  electric  consumers 
who  use  supplementary  solar  systems 
on  electric  appliances  and/or  heating 
and  cooling  systems. 

(3)  Rate  Incentives  for  Oil 
Conservation.  Activities  undertaken  in 
performance  of  this  task  could  include: 

(i)  Identifying  opportunities  for  end- 
use  oil  conservation  by  substituting 
selected  non-oil  generated  electric 
loads,  with  particular  attention  to  space 
heating,  water  heating,  and 
transportation; 

(ii)  Identifying  rate  incentives  for 
promoting  such  end-use  fuel  switching; 

(iii)  Assessing  the  rate  base  impacts  of 
a  successful  oil  conservation  incentive 
rate; 

(iv)  Developing  one  or  more  oil 
conservation  rate  incentives,  consistent 
with  the  PURPA  purposes  and 
standards;  and 

(v)  Formulating  customer  relations 
guidelines  to  be  followed  by  the  utility 
in  informing  its  customers  of  the 
advantages  of  such  fuel  switching,  in 
light  of  the  applicable  incentive  rate  and 
the  relative  costs  and  availability 
outlook  for  oil. 

(4)  Rate  Incentives  for  Utility 
Efficiency.  Activities  undertaken  in 
performance  of  this  task  could  include: 

(i)  Identifying  and  assessing,  for 
possible  adoption  by  the  proposer, 
current  regulatory  policies  and  practices 
with  respect  to  incentives  for  efficient 
electric  utility  resource  utilization, 
including  such  aspects  of  utility 
operation  as  fuel  use  and  powerplant 
availability; 

(ii)  Reviewing  and  assessing 
alternative  regulatory  approaches  that 
might  increase  the  efficiency  of  electric 
utility  operation,  including  incentive 
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rates  of  return  and  restrictions  on 
automatic  adjustment  clauses;  and 

(iii)  Developing  and  adopting 
regulatory  guidelines  and  ratemaking 
standards  to  increase  the  efficiency  of 
electric  utility  operation. 

(5)  Nondiscriminatory  Cogeneration 
Rates.  Activities  (consistent  with  section 
210  of  PURPA  and  the  FERC  regulations 
promulgated  pursuant  thereto) 
undertaken  in  performance  of  this  task 
could  include: 

(i)  Identifying  and  assessing  for 
possible  adoption  by  the  proposer, 
pertinent  regulatory  policies  and 
practices  for  setting  rates  for  electric 
utility  purchase  of  electric  energy  and/ 
or  capacity  from  qualifying  cogeneration 
and  small  power  production  facilities; 

(ii)  Identifying,  evaluating,  and 
selecting  the  information,  analytical 
method(s),  and  procedures  that  might  be 
used  by  the  proposer  to  establish 
appropriate  rates  for  electric  utility 
purchase  of  electrical  energy  and/or 
capacity  from  qualifying  cogeneration 
and  small  power  production  facilities. 
Emphasis  might  be  given  to  the 
appropriate  methods  for  determining  the 
cost  the  purchasing  utility  can  avoid  as 

a  result  of  obtaining  electric  energy  and/ 
or  capacity  from  the  qualifying  facilities; 

(iii)  Adopting  as  a  standard,  through 
public  hearings  on  a  case  by  case  basis 
or  through  generic  proceedings,  one  or 
more  of  the  identified  methods  and 
procedural  processes  for  establishing 
cogeneration  rates.  The  standard  should 
identify  the  data  required  as  well  as 
reporting  and  filing  requirements;  and 

(iv)  Documenting  the  method(s) 
established  for  setting  cogeneration 
rates,  model  contractual  agreements, 
and  provision  of  necessary 
organizational  resources  and 
information  to  assist  potential  facilities 
in  establishing  sales  agreements  with 
potential  purchasers  of  electric  power 
and/or  capacity. 

(6)  Emergency  Conservation  Rates. 
Activities  undertaken  in  performance  of 
this  task  could  include: 

(i)  Identifying  and  assessing  pertinent 
regulatory  policies  and  practices  for 
establishing  standby  electric  rates  to 
insure  exceptional  conservation  during 
periods  of  energy  emergency; 

(ii)  Determining  appropriate  triggering 
criteria  for  the  activation  of  such 
standby  emergency  rates,  with 
particular  attention  to  the  availability  of 
primary  energy  to  the  electric  utility; 

(iii)  Identification  of  the  cost  factors 
and  usage  characteristics  essential  to 
the  design  of  reasonable  standby 
emergency  conservation  rates,  including 
consideration  of  short-run  marginal 
costs  and  economic  impact; 


(iv)  Developing  and  adopting  standby 
emergency  conservation  rates;  and 

(v)  Formulation  of  customer  relations 
guidelines  to  be  followed  by  the  utility 
in  informing  its  customers  about  the 
need  for,  and  application  of,  the  standby 
emergency  conservation  rate,  both 
routinely  and  upon  activation  of  the 
standby  rate. 

(7)  Financing  Energy  Management 
Measures.  Activities  undertaken  in 
performance  of  this  task  could  include: 

(i)  Identifying,  assessing,  and 
estimating  the  costs  and  benefits  of  end- 
use  energy  management  measures  as 
alternatives  to  central  station 
generation;  such  measures  could  include 
weatherizaticn,  solar  energy  and 
renewable  resources,  load  management, 
and  small  scale  decentralized 
generation; 

(ii)  Developing  the  analytical  methods, 
procedures  and  data  requirements 
needed  to  compare  the  marginal  costs 
and  benefits  of  alternative  supply-side 
and  demand-side  investments,  with  a 
key  criterion  being  cost-minimization  in 
providing  a  given  level  of  service; 

(iii)  Determining  the  most  appropriate 
method(s)  of  allocating  energy 
management  costs  for  ratemaking 
purposes,  with  particular  attention  to 
the  question  of  undue  discrimination; 
such  methods  may  need  to  take  into 
account  the  difference  between  the 
marginal  and  embedded  costs  of  supply- 
side  options; 

(iv)  Developing  policy  and  procedural 
guidelines  for  financing  energy 
management  measures  that  reflect 
consideration  of  end-use  conservation, 
utility  efficiency,  and  equitable  rates,  as 
well  as  attendant  reliability  and  legal 
issues. 

(8)  Other  Tasks.  Other  activities  may 
be  undertaken  to  plan  and  carry  out 
electric  utility  regulatory  rate  reform 
initiatives,  relating  to  innovative  rate 
structures,  that  carry  out  the  purposes 
expressed  in  §  461.30  and  that  will,  or 
are  likely  to  result  in  the  adoption  by  the 
proposer  of  a  reform  in  its  ratemaking 
practices  or  policies. 

(b)  DOE  may  also  award  cooperative 
agreements  for  the  continuance  of 
initiatives  funded  in  Fiscal  Year  1979 
under  this  subpart,  and  which  may 
require  up  to  an  additional  year  to 
complete. 

§  461.33  Proposal  requirements. 

(a)  To  be  eligible  to  receive  a 
cooperative  agreement  under  this 
subpart,  a  proposer  must  submit  to  DOE 
a  proposal  on  Standard  Form  424  to  be 
provided  by  DOE  in  conformity  with 
paragraph  (b)  of  this  section.  This 
proposal  must  be  received  by  DOE  on  or 


before  5:30  P.M.  e.d.t.,  on  the  August  15 
preceaing  the  fiscal  year  for  which 
financial  assistance  is  sought,  or  such 
other  date  as  may  be  established  by 
DOE  and  published  in  the  Federal 
Register. 

(b)  Each  proposal  must  include — 

(1)  A  brief  overview,  including  a 
summary  of  each  of  the  tasks  proposed 
to  be  carried  out  with  the  financial 
assistance  requested  by  the  proposer. 

(2)  For  funding  under  §  461.32(b),  a 
separate  Task  Work  Plan  for  each 
proposed  task  to  be  carried  out  by  the 
proposer.  Each  Task  Work  Plan  shall 
not  exceed  25  pages  in  length  and  shall 
include — 

(i)  A  brief  statement  of  the  specific 
objectives  of  the  task  and  an 
identification  of  how  the  objectives 
relate  to  the  proposer’s  ongoing  work 
and  needs; 

(ii)  A  description  of  the  act)  fities 
proposed  to  be  undertaken  in  the 
originally-funded  proposal  under  this 
program,  a  description  of  the  activities 
actually  undertaken,  and  an 
explanation,  if  appropriate,  of  the 
reasons  why  any  proposed  activities 
were  not  undertaken. 

(iii)  A  detailed  Scope  of  Work 
describing  the  activities  to  be 
undertaken  to  complete  the  task  within 
the  anticipated  period  of  time  for  the 
proposed  task,  not  to  exceed  1  year, 
including — 

(A)  A  discussion  of  how  the  activities 
will  accomplish  the  objectives  of  the 
task; 

(B)  A  detailed  desciption  of  each 
activity; 

(C)  A  statement  of  anticipated 
problems  associated  with  carrying  out 
the  activities; 

(D)  An  identification  of 
methodological  issues  associated  with 
the  activities;  and 

(E)  An  identification  of  data 
requirements,  sources,  and  availability 
associated  with  the  activities. 

(iv)  A  timetable  by  calendar  month 
showing  the  activities  to  be  performed 
to  complete  the  task; 

(v)  A  description  of  task  management 
and  administration,  which  identifies  the 
responsibilities  of  key  personnel  and  the 
organizational  units  assigned  to 
undertake  and  complete  the  task,  and  an 
indication  of  any  major  changes  from 
the  year  1  proposal; 

(vi)  A  description  of  the  experience  of 
key  personnel,  including  an 
identification  of  the  percent  of  time  each 
will  devote  to  the  remainder  of  the  task, 
and  an  indication  of  any  major  changes 
from  the  year  1  proposal; 

(vii)  A  cost  estimate  by  activity  for  the 
remainder  of  the  task; 
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(viii)  A  budget  by  cost  category  for  the 
remainder  of  the  task,  including  the 
amount  requested  of  DOE,  and  the  total 
amount  estimated  for  each  task  for  the 
period  of  time  to  complete  the  proposed 
task; 

(3)  For  tasks  eligible  for  funding  under 
§  461.32(a),  a  separate  Task  Work  Plan 
for  each  proposed  task  to  be  carried  out 
by  the  proposer.  Each  Task  Work  Plan 
shall  not  exceed  25  pages  in  length  and 
shall  include — 

(i)  A  brief  statement  of  the  specific 
objectives  of  the  task  and  an 
identification  of  how  the  objectives 
relate  to  the  proposer’s  ongoing  work 
and  needs; 

(ii)  A  detailed  Scope  of  Work 
describing  the  activities  to  be 
undertaken  to  complete  the  task  within 
the  anticipated  period  of  time  for  the 
proposed  task,  not  to  exceed  2  years, 
including — 

(A)  A  discussion  of  how  the  activities 
will  accomplish  the  objectives  of  the 
task; 

(B)  A  detailed  description  of  each 
activity; 

(C)  A  statement  of  anticipated 
problems  associated  with  carrying  out 
the  activities; 

(D)  An  identification  of 
methodological  issues  associated  with 
the  activities;  and 

(E)  An  identification  of  data 
requirements,  sources,  and  availability 
associated  with  the  activities. 

(iii)  A  timetable  by  calendar  month 
showing  the  activities  to  be  performed; 

(iv)  A  description  of  task  management 
and  administration,  which  identifies  the 
responsibilities  of  key  personnel  and  the 
organizational  units  assigned  to 
undertake  the  task; 

(v)  A  description  of  the  experience  of 
key  personnel,  including  an 
identification  of  the  percent  of  time  each 
will  devote  to  the  task; 

(vi)  A  cost  estimate  by  activity  for 
each  task; 

(vii)  A  budget  by  cost  category  for 
each  task,  including  the  amount 
requested  of  DOE,  and  the  total  amount 
estimated  for  each  task  for  the  period  of 
time  to  complete  the  proposed  task; 

(4)  An  assurance  that  funds  received 
by  the  proposer  under  this  subpart  will 
be  used  in  addition  to,  and  not  in 
substitution  for,  funds  made  available  to 
the  proposer  from  other  governmental 
sources. 

(5)  A  commitment  to  submit  a 
Management  Plan  60  days  after  receipt 
of  any  cooperative  agreement  under  this 
subpart.  The  Management  Plan  will  set 
forth  in  detail  the  organizational, 
budgetary,  technical,  and  scheduling 
requirements  necessary  for  successful 
completion  of  each  task  covered  in  the 


cooperative  agreement.  The 
Management  Plan  must  be  submitted  for 
DOE  review  and  approval,  and  the  . 
recipient  may  not  proceed  with  the 
subsequent  task(s)  until  the 
Management  Plan  is  approved. 

(6)  Identification  of  the  person 
responsible  for  coordination  and 
management  of  the  cooperative 
agreement,  including  the  person’s  name, 
title,  address,  and  telephone  number. 

(7)  Referenced  appendices,  including 
any  pertinent  legislation  and  regulatory 
orders  which  are  cited  in  the  proposal. 

§  461.34  Evaluation  criteria. 

(a)  The  following  criteria  will  be  used 
to  evaluate  each  task  for  which  funding 
under  §  461.32(b)  is  sought. 

(1)  Task  Objectives.  5  points 
maximum. 

(1)  The  extent  to  which  the  proposed 
task  describes  specific  objectives;  and 

(ii)  The  extent  to  which  the  proposed 
task  demonstrates  that  accomplishments 
of  the  task  will  be  applicable  and  usable 
by  other  State  utility  regulatory 
commissions  and/or  nonregulated 
electric  utilities. 

(2) ' Task  Work  Plan.  35  points 
maximum. 

(i)  The  extent  to  which  the  activities 
and  objectives  in  the  Task  Work  Plan 
evidence  innovative,  effective,  and 
practical  approaches  to  utility  rate 
regulation; 

(ii)  The  extent  to  which  the  activities 
described  in  the  Task  Work  Plan  are 
clearly  related  to.  and  show  promise  of 
attaining,  the  objectives; 

(iii)  The  extent  to  which  activities  in 
the  Task  Work  Plan  are  integrated  into  a 
realistic  timetable; 

(iv)  The  extent  to  which  the 
anticipated  results,  accomplishments 
and  associated  products  (including 
studies,  procedures,  guidelines  and 
policy  directives),  are  identified; 

(v)  The  extent  to  which  potential 
problems  and  alternative  courses  of 
action  to  resolve  the  problems  are 
identified  and  addressed. 

(3)  Analytical  and  Methodological 
Approaches  for  Task.  15  paints 
maximum. 

(i)  The  extent  to  which  the  evaluation 
procedures  to  be  used  by  the  proposer  in 
selecting  the  methodologies  and  policy 
alternatives  to  be  employed  in  the  task 
are  clearly  described  and  are  workable; 

(ii)  The  extent  to  which  the  issues 
associated  with  data  requirements, 
sources,  availability,  costs,  and  validity 
are  clearly  and  adequately  addressed. 

(4)  Task  Management.  10  points 
maximum. 

(i)  The  extent  to  which  the  staffing 
plan: 


(A)  Evidences  an  evaluation  of  the 
proposer’s  current  organization  with 
respect  to  its  capability  to  carry  out  the 
task;  and 

(B)  Establishes  clear  organizational 
responsibilities  foe  carrying  out  the  task; 

(ii)  The  extent  to  which  the  proposer’s 
staff  are  qualified  to  perform  their 
functions  and  will  be  involved  with  the 
work  performed  by  any  consultants;  and 

(iii)  The  extent  to  which  the  Task 
Work  Plan  includes  provisions  for 
making  maximum  use  of  present  staff 
and/ or  provide  for  training  of  staff  in 
order  to  increase  the  proposer’s 
effectiveness  in  carrying  out  the  task. 

(5)  Task  Budget.  10  points  maximum. 

The  extent  to  which  the  proposed 

Task  Work  Plan  contains  evidence  that 
the  amount  of  funds  requested  is 
realistically  related  to  the  activities, 
especially  in  terms  of  achieving  the 
stated  objectives. 

(6)  Performance  to  Date.  25  points 
maximum. 

(i)  The  extent  to  which  completed 
performance  under  the  task  evidences 
that  adequate  progress  in  meeting 
established  goals  and  objectives  has 
been  achieved. 

(ii)  The  extent  to  which  the  work 
performed  (Task  Work  Plan)  evidences 
effective  use  of  personnel  and  budgetary 
resources. 

(b)  The  following  criteria  will  be  used 
to  evaluate  each  proposed  task  for 
which  funding  under  §  461.32(a)  is 
sought. 

(1)  Task  Objectives.  10  points 
maximum. 

(1)  The  extent  to  which  the  proposed 
task  describes  specific  objectives;  and 

(ii)  The  extent  to  which  the  proposed 
task  demonstrates  that  accomplishments 
of  the  task  will  be  applicable  and  usable 
by  other  State  utility  regulatory, 
commissions  and/or  nonregulated 
electric  utilities. 

(2)  Task  Work  Plan.  45  points 
maximum. 

(i)  The  extent  to  which  the  activities 
and  objectives  in  the  Task  Work  Plan 
evidence  innovative,  effective,  and 
practical  approaches  to  utility  rate 
regulation; 

(ii)  The  extent  to  which  the  activities 
described  in  the  Task  Work  Plan  are 
clearly  related  to,  and  show  promise  of 
attaining,  the  objectives; 

(iii)  The  extent  to  which  activities  in 
the  Task  Work  Plan  are  integrated  into  a 
realistic  timetable; 

(iv)  The  extent  to  which  the 
anticipated  results,  accomplishments 
and  associated  products  (including 
studies,  procedures,  guidelines  and 
policy  directives),  are  identified; 

(v)  The  extent  to  which  potential 
problems  and  alternative  courses  of 
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action  to  resolve  the  problems  are 
identified  and  addressed. 

(3)  Analytical  and  Methodological 
Approaches  for  Task.  25  points 
maximum. 

(i)  The  extent  to  which  the  evaluation 
procedures  to  be  used  by  the  proposer  in 
selecting  the  methodologies  and  policy 
alternatives  to  be  employed  in  the  task 
are  clearly  described  and  are  workable; 

(ii)  The  extent  to  which  the  issues 
associated  with  data  requirements, 
sources,  availability,  costs,  and  validity 
are  clearly  and  adequately  addressed. 

(4)  Task  Management.  10  points 
maximum. 

(i)  The  extent  to  which  the  staffing 
plan: 

(A)  Evidences  an  evaluation  of  the 
proposer’s  current  organization  with 
respect  to  its  capability  to  carry  out  the 
task;  and 

(B)  Establishes  clear  organizational 
responsibilities  for  carrying  out  the  task; 

(ii)  The  extent  to  which  the  proposer’s 
staff  are  qualified  to  perform  their 
functions  and  will  be  involved  with  the 
work  performed  by  any  consultants;  and 

(iii)  The  extent  to  which  the  Task 
Work  Plan  includes  provisions  for 
making  maximum  use  of  present  staff 
and/or  provide  for  training  of  staff  in 
order  to  increase  the  proposer’s 
effectiveness  in  carrying  out  the  task. 

(5)  Budget  for  Task.  10  points 
maximum. 

The  extent  to  which  the  proposed 
Task  Work  Plan  contains  evidence  that 
the  amount  of  funds  requested  is 
realistically  related  to  the  activities, 
especially  in  terms  of  achieving  the 
stated  objectives. 

§  461.35  Selection  process. 

The  following  evaluation  and 
selection  process  will  be  used  to  award 
cooperative  agreements  to  proposers. 

(a)  Any  proposal  that  does  not  include 
items  required  in  §  461.33(b)(1)  through 

§  461.33(b)(7)  will  not  be  considered  for 
a  cooperative  agreement. 

(b)  DOE  shall  first  select  for  funding 
tasks  proposed  under  §  461.32(b),  as 
follows: 

(1)  DOE  shall  evaluate  each  task  in 
accordance  with  the  criteria  specified  in 
§  461.34(a),  and  shall  give  each  a  point 
score  according  to  those  criteria. 

(2)  Any  task  receiving  a  score  of  45 
points  or  less  will  not  be  considered  for 
a  cooperative  agreement. 

(3)  DOE  shall  rank  all  tasks  in 
accordance  with  their  point  scores. 

(4)  DOE  shall  fund  the  tasks  in  their 
order  of  ranking. 

(c)  DOE  shall  then  select  for  funding 
tasks  proposed  under  §  461.32(a),  as 
follows: 


(1)  DOE  shall  evaluate  each  task  in 
accordance  with  the  criteria  specified  in 
§  461.34(b),  and  shall  give  each  a  point 
score  according  to  these  criteria. 

(2)  Any  proposed  task  receiving  a 
point  score  of  45  points  or  less  will  not 
be  considered  for  a  cooperative 
agreement. 

(3)  DOE  shall  rank  all  proposed  tasks 
in  accordance  with  their  point  scores. 

(4)  DOE  shall  select  for  funding  the 
proposed  tasks  in  their  order  of  ranking, 
until  available  funds  for  award  are 
utilized,  except  that  no  proposer  may 
receive  funding  under  this  subpart  for 
more  than  three  tasks  at  the  same  time. 

(d)  When  determined  to  be  necessary 
and  appropriate  by  DOE,  DOE  may 
negotiate  with  the  proposer  on  Task 
Work  Plans  and  budgets  for  tasks,  prior 
to  the  award  of  a  cooperative 
agreement. 

§  461.36  Allowable  expenditures. 

Expenditures  of  funds  provided  under 
this  subpart  are  subject  to  the  following 
limitations: 

(a)  Funds  may  not  be  used  for  the 
purchase  or  lease  of  non-office 
equipment. 

(b)  Funds  may  not  be  used  for  the 
purchase  of  data  processing  hardware. 

(c)  Funds  may  not  be  substituted  for 
funds  made  available  to  the  recipient 
from  other  governmental  sources. 

(d)  Other  limitations  imposed  by  DOE 
pursuant  to  applicable  statutes  or 
regulations,  in  order  to  ensure  effective 
performance  by  the  recipient  under  the 
cooperative  agreement. 
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